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BANKRUPTCY REFORM/Credit Restrictions for Young Adults

SUBJECT: Consumer Bankruptcy Reform Act . . . S. 1301. Grassley motion to table the Dodd amendment No. 3598
to the Grassley/Hatch substitute amendment No. 3559 to the committee substitute.

ACTION: MOTION TO TABLE AGREED TO, 58-40

SYNOPSIS:  As reported with a substitute amendment, S. 1301, the Consumer BtoykReform Act, will enact reforms
to prevent creditors who have the meanpaying their debts from ynstly filin g for bankryptcy, and will enact
reforms toprotect consumers from unfair cregractices.

The Grasslg/Hatch substitute amendment would retain the uyidersubstitute amendmengsovisions, would modif thepre-
bankriptcy counselilg requirement, and would adafovisions relatig to business bankptcies.

The Dodd amendmentwould make it illgal for aryone under thege of 21years taget a credit card unless his or iparent
or guardian greed in writirg to assumgoint liability for ary debts incurred on the card or unless he or she were ae woof
that he or she had inpendent means of paying ary debt incurred.

Debate was limitedypounanimous consent. After debate, Senator Grassteved to table the amendment. Gengrdhose
favoring the motion to tablepposed the amendment; thoggposing the motion to table favored the amendment.

Those favoringthe motion to table contended:

This debate is trylastoundig. Mary of the vey same liberal Senators who/ghat 12year-old YyYourng women" should be able
to get abortions withouparental consent or even naotification are noyirgathat 18- to 20rear-old "children” should not be able
to get credit cards without thgmarentspermission. Their concern is that nyazollege students are irrpsnsible and arpiling up
consumer debt that théave difficully repaying. We note that not ewgsnegoes to collge. Millions of Americans are on their own
and workirg to sipport their families ly age 18 and eveyourger. It would be demeargrto require these emanaated adults to
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get theirparents'’permission before tlyecould get credit cards, and in marcases it would be ipossible. Passgthe Dodd
amendment would result in tremendous hamsfir such Americans. Pgle who argustgetting started in their workig careers

can often suffer teporaty setbacks that us@arny meaer savimgs they have and that make it necegstar them to borrow morne

to get by for a month or two. Credit cards cget the cash that is needed tylausuit for gob interview, tgpay for a car reair,
orjust to make rergayments when betwegabs. While it is true that sonpanpered, unemangated collge students irrgonsibly

pile up credit card debt, it is also true that maery regponsibleyoung adults need access to credit. The Dodd amendment would
dery them that access. We therefore sgigrurge our collegues to rgect this amendment.

Those opposinghe motion to table contended:

Accordirg to the Chicgo Tribune, the avege college freshman will receive 50 credit card solicitations dyhiis or her first
few months at colige. In mary cases, a line of credit of $10,000 is offered gotel the basis of agiature and a student
identification card. Credit card cqanies marketggressivey to these kids because yrere new customers who have not had credit
before, and because masiple are "brand Igal'--they will typically use their first credit card fopuo 15years. One suryeof
college students found that Pércent of them had 4 or more credit cardspdréent of them had debt between $3,000 and $7,000,
and 10percent of them had debt of more than $7,000.\Mafrthese kids cannot handle the debythes incurrig--Americans
under 25 now account for 8pércent of all banknotcy filin gs. Thisproblem is relativel new--the number of such filys has
doubled in the last $ears. We do not think that it isyaooincidence that this sy in bankrptciesparallels the eplosion in credit
solicitations of collge students. EvgrState in the countralread has set a drinkigrage limit of 21years in recgnition of the fact
thatpegole who are 18 to 2@ears old mg be adults but thestill are not mature engh, on averge, to drink reponsibly. The same
principle should now bepplied for obtainirg credit cards. The Dodd amendment would ngb gtung adults who work from
getting credit cards if thg could show that thehad the indgendent means needed tpagtheir debts. It would oglapply to non-
working adults, and it woulgbrincipally apply to non-workirg college students. Thigroposal is reasonable and needed. We
therefore ppose the motion to table.



